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Changes Made To
Mortgage
Unprofessional
Conduct Rule

Recently Administrative Rule R162-2035-1 was modified,
so that Principal lending managers are now required to
provide reasonable supervision overthe activities of both
licensed and unlicensedstaffworking forthe entity.

Other rules dealing with the ad vertising or marketing of
properties were also adopted. Unless acting as a real
estate licensee and not as a mortgage licensee certain
activitiesare prohibited. These acts are:

1) Providing real estate buyers or sellers with “com
parative market analysis’ or otherwise assisting
buyersor sellersin determining the offering or sales
price ofreal estate.

2) Representing or assisting a buyer or seller ofreal
estate innegotiations concerning apossible sale of
real estate, except that a mortgage licensee may
advise aborrower about the consequences that
thetermsofapurchase agreement may have onthe
terms and availability ofvarious mortgage
products.

3} Performing any other acts that require a
realestate license.

continued on page 4

Who’s Your
Continuing Education
"Banker"?

Some typical phone callsreceived by the Division go some-
thing likethis. ..

“I wantto renew my license but when [ checked my
CE online some of my CE classes were not there?”
(thisapplies to mortgage and/or real estate licensees)

“I calledthe CE provider and the provider informs me
that they have submitted the CE roster(s) to the
Division to be “banked” but “the Division has not
completed the CE banking process™.

“Why has the Division not banked my CE hours?”

continted on page 4
.
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From the Director’s Desk

Can you imagine a scenario where a
police officer pulls someone over for a
“hitand run” but whentold thatthe driver
doesn’t have a license the officer re-
sponds“well inthat case you are free to
go - if you don’t have a license there’s
nothing I can do™? Asridiculous as this seems, it happens
almost every day inthe appraisal, mortgage and real estate
industries. People who chooseto obeythe law and gotothe
timeand trouble of getting a license are subject to regulation
by the state, while those who ignorethe law and refuseto get
a license engage in otherwise illegal and unprofessional
behavior with seeming impunity. 1t is bad enough when
someone engages inthe appraisal, mortgage orreal estate
businessanddoesn’t botherto getalicense but what isworse
iswhensomeone commits fraud inthese industriesand the
most the Division of Real Estate can do isto issue a Cease
and Desist order, telling the personto “please stop™”.

Derek B. Miller

This inequity in the law does not go unnoticed bythe worst
offenders. Oftenthe Divisionwill discover, while conducting
an investigation, that serious allegations have been made
against someone who shouldbe licensed but isnot. Inthese
situations, the response fromthe unlicensed personis always
the same, “‘the Division can’t do anything to me because [
don’thave license”. Evenin many cases where the person
is licensed withthe Division, while meeting withan Investiga-
torregarding alleged illegal conduct, a person will surrender
the license or let it expire just to “get the Division off their
back.” Many times the Division will continue to get com-
plaintsthat the person isengaging inthe same illegal behavior
but sincetheyno longerhave a license, the Division doesn’t
have authorityto investigate or prosecute the case.

The fact is that this inequity between licensees and those
engaging inunlicensed activity is wrong and needs to change
and that isexactly what the Divisionintends to push for in the
upcoming legislative session. Working incooperation with
the Utah Associationof Appraisers, the Utah Association of
Mortgage Brokers, the Utah Mortgage L.enders Associa-
tion, and the Utah Association ofRealtors, the Division has

drafied legislativeamendments which willallowthe Division
to investigate both licensees (underthe current law) AND
those acting like an appraiser, a mortgage broker, ora
real estate agent whether the person is licensed or not.
Additionally, the proposed amendments will allow the Ap-
praisal Board, Residential Mortgage Commission and Real
Estate Commissionto conduct hearings and impose admin-
istrative sanctions on those acting in the capacity of a
licensee. The actual changeto the statutory language is fairly
simple and straightforward — just adding the words “‘and
thoseacting inthe capacity ofa licensee” —but the impact and
the importance is immense.

Another priority forthe Divisionduring this legislative session
is to give authority to the Appraisal Board, Residential
Mortgage Commission and Real Estate Commission to
aggressively pursue fraud. This canbe done by expanding
the amount of fines that can be imposed for those engaged
inillegal activity(licensed or unlicensed). Current statutory
limits for fines are $1,000 for appraisal and $2,500 for
mortgageand realestate. Inmostcases, theseamountsare
enough to deal with minor infractions but there are many
instances wherea $2,500 fine is less than the “cost ofdoing
business”. Considerarecent investigation by the Division
where a person(without a license but still putting buyers and
seller together just like a licensed real estate agent would)
was artificially inflating values onhomes with falsified ap-
praisals, finding straw buyers, skimming the equity and
walking away fromclosing witha $300,000“consulting fee”.
What does a $2,500 fine mean to someone who is doing
three or four ofthese types ofdeals eachmonth? Not much!
But, with the ability to impose a fine “inthe amount equal to
any economic gain derived fromthe illegalact” youcan bet
that people committing fraud will start to take notice. That
is the type of authority your peers on the Board and
Commissions should have and that isthe type ofauthority our
amendments will give them,

I appreciate the support ofthe industry groups in moving
forward with this legislation. With the Division working

continied on next page
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continued from previous page

hand-in-hand withthe UAA, UAMB, UMLA and UAR, we
canbeapowerful force at the Legislature. Inadditionto the
support ofthe professional associations, Iamalso asking for
your individual and personal support for these legislative
initiatives. The generallegislative sessionisonly oncea year
and only for a few weeks. Take the timeto be involved with
your association, talk to your Legislator, let your voice be
heard in expressing your concerns and what is important to you
whilethese important issues are being discussed and decided.

T

DRE CARAVAN
COMING
TO A LOCATION
NTAR YOu!
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Watch for the
Divistonsy avwuald spring Cara-
vowv. We will be i St. George;
Richfield;, Moal,;, Provo,
Brighoaw City and Park City.
Pre-Registratiow cawds and
agendo will be sent out soovu
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Agents need to be
smarter about appraisals

(WASHINGTON) — The head ofthe Appraisal
Institute says real estate brokers and mortgage lenders
must shoulder some of the blame in the increase in
mortgage fraud, saying, “many ofthe problemsrelated to
appraiser-related mortgage fraud would be addressed if
lender-clients engaged competent appraisers to begin
with.”

“As itis, the business ofhome appraisalstoo often
gravitates to the least qualified, least experienced apprais-
ersas lendersand brokers consider price and turnaround
time as their most important criteria when choosing an
appraiser, rather than designations, education, qualifica-
tions and experience,” said Richard Powers, president of
the Institute.

Powerssaid aremedyto the mortgage fraud issue
would include “expansion ofeducation forall partiesin the
real property transactions, particularly about the appraisal
process.”

RE Intelligence Report

Can an inactive Agent

i recieve a referral fee?

61-2-10.2 Aninactive associate broker or sales
agent is not authorized to conduct real estate
transactions until the inactive associate broker or
sales agent becomes affliated with a licensed prin-
cipal brokerand submitsthe required documenation
to the division. Aninactive principal brokerisnot
authorized to conductreal estate transactions until
the principalbroker's license is activated with the
division.
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Changes Made To Mortgage Unprofessional Conduct Rule

4) Advertising the sale ofreal estate by the use ofany advertising medium, except that amortgage licensee
may.
a) Advertise real estate owned by the licensee as a “for sale by owner™;
b) Provide advertising toa property owner who hasnot signed anagency agreement with areal estate

licensee and is selling the real estate “for sale by owner™, so long asthe advertising provides clear
and distinguishable identification, contact information, function and responsibility of both the
property owner and the mortgage licensee; or

c) Advertise inconjunction witharealestate brokerage, so long astheadvertising providesclear and
distinguishable identification, contact information, function andresponsibility ofboth thereal estate
licensee and the mortgage licensee.

Theserules were adopted by The Real Estate Divisionafter a working group was created to explore possible adverting
regulations. Thistask force involved membersofthe Division staff, Utah Residential Mortgage Regulatory Commission and
representatives from both the mortgage and realestate industries.

The Division is confident that that these rules will address problems associated with previously unregulated advertising that
was both confusing and somewhat misleading to members ofthe general public. These rules attempt to address this issue
with confidence that licensees willembrace these disclosure requirements without the need for further regulation.

by =
continued from page |

Who's Your Continuing Education "Banker"?

These types of comments reflect acommon misunderstanding that the Division banks CE credit hours for licensees.
This is not true.

When a CE provider becomes certified by the Division, they are mailed an approval letter explaining their responsibilities
tothe Divisionas wellas the licensee, one ofthose being that they must bank CE courses for all licensed attendees. Existing

mortgage rules and a proposed realestate rulerequire CE providers to “bank™ CE attendance within 10 days of completing
the course.

Therefore, ifyou log onto check your CE accountand it does nof include credit for each real estate or mortgage course
vou havecompleted since January 1, 2006, you will need to contact the provider ofthe course. Those providers who do
not promptly bank attendee’s credit hours are subject to discipline by the Division. [fthe licensee isnot satisfied withthe
providers “banking” service they may choosenot to take continuing education fromthem inthe future.

Notetothe wise: Checkyour CEaccount balanceon a regular basis. Don’tlearn on thelast day of your renewal

cycle that the CE provider you have taken your courses from has failed to give you credit.
continued on next page
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Reminder: Each licensee can verify whether their CE
credits have been banked by their provider(s) by going to:
WWW.PrOmissor.com

e Click on “Continuing Education Services” (lo-
cated under the servicestitle).

s Clickon*Finda Continuing Education Registry
Licensing Look-up”.

¢ Scrolldownto Utah Real Estate, then click go.
Click on “Licensee Course Transcript”.
Enter in your license number or your SS# and your
last name.

e Acomplete listofallthe CE course thathave been

banked by the providers will show in a printable
list.
by ==

How Many Mortgage
Licenses Are Required?

Holdingeitheran active PLM license or a Mortgage entity
license alone are insuflicient to conduct mortgage lending in
Utah. The Division routinely learns that an individual
holding a PLM license is conducting mortgage business
without an affiliation with an actively licensed mortgage
entity. Similarly, mortgage entities that renew their licenses
are offen surprisedto learn that an active PLM license is
alsorequired to solicit residential mortgage loansin Utah.

Both an active PL.M and Entity (Company) license are
required for any mortgage officer, PLM or entityto conduct
mortgage business inour state,

Don’t be caught “off-guard” without therequired licenses.
Investigators and auditors are routinelymak ing inquiries to
verify that individuals and companies are properly licensed
tomakeresidentialloans. Don’t let your name be put inthe
disciplinaryactions “who’swho” byneglecting to have the

erfn rm youarpracfr

&

Division Holds Successtful

Instructor Development
Workshop

The Division's annual Instructor Development
Workshop(IDW) wasan overallsuccess. Over 100
pre-license and continuing educationinstructors from
the Real Estate, Mortgageand the Appraisal industries
recently attended the Divisionsponsored IDW at the
Radisson Hotel in Salt Lake. National instructor,
author and trainer Deborah Long keynoted the two-
day training course for instructors. She motivated
instructorsto sharpentheir teaching skills, provided
educational teaching strategies and taught new
instructional techniques. Deborah also shared
informationonteaching students withdifferent learning
styles and diverse backgrounds.

The workshop included an afternoon session where
DRE Director, Derek Miller, Education/Licensing
Director, Mark Fagergren, and Enforcement Director,
Jon Brown provided educators with DRE updates,
new rules and interesting stories.

Thanks to all those who attended and provided
feedback for next years IDW.

i
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CSBS and AARMR
Offer Guidance
On
Non-traditional
Mortgage Products

{Combined article presented to licensees from both
The Utah Division of Real Estate and
The Utah Department of Financial Institutions)

The Conference of State Bank Supervisors (CSBS) and
the American Association ofResidential Mortgage Regu-
lators (AARMR) have offered guidance on nontraditional
mortgage products with the expectation that state agencies
that regulate residential mortgage brokers and lenders
wouldissue guidance for use by theirrespective licensees.

Inrecent years, consumer demand and secondary market
appetite have grown rapidly for mortgage products that
allow borrowers to defer payment ofprincipaland, some-
times, interest. These products, often referred to as
nontraditionalmortgage loans, including “interest-only”
mortgages and “payment option” adjustable-rate mort-
gages have been available in similar forms for many years.

Lenders are increasingly combining these loans with other
practices, such as making simultaneous second-lien mort-
gages and allowing reduced documentation in evaluating
the applicant’s creditworthiness. While innovations in
mortgage lending can benefit some consumers, these lay-
ering practices can present unique risks that lenders must
appropriately measure, monitor and control.

Concerns are elevated with nontraditional products due to
the lack of principal amortization and potentialaccumula-
tion ofnegative amortization. Furtherconcernsarisedue to
the fact that these products and practices are being offered
toawider spectrumofborrowers, including some who may
not otherwise qualify for traditional fixed-rate or other
adjustable-rate mortgage loans, and who may not fully
understand the associated risks.

Nontraditional mortgage loan products are more complex
than traditional fixed-rate products and adjustablerate prod-
ucts and present greater risks of payment shock and negative
amortization. Lenders should ensure that consumers are
provided clear and balanced information about the relative
benefits and risks ofthese products, at a time that will help
consumers’ decision-making process.

Areasofparticular concerntoregulatoryagencies include the
following:

Collateral-Dependent L.oans - Lendersshould avoid the use
ofloan terms and underwriting practices that may result in the
borrower having to rely on the sale or refinancing of the
property once amortization begins. Loans to borrowers who
do not demonstrate the capacity to repay, as structured, from
sourcesother thanthe collateral pledged are generally consid-
ered unsafe and unsound.

Risk Layering — Nontraditional mortgage loans combined
withrisk layering features, such asreduced documentation
and/or asimultaneous second-lien loan, pose increased risk.
Whenrisks are layered, a lender should compensate for this
increased risk with mitigating factorsthat support the under-
writing decision and the borrower’s repayment capacity.

Reduced Documentation—Lendersare increasingly relying
onreduced documentation, particularly unverified income to
qualify borrowers for nontradional mortgage loans. Because
these practices essentially substitute assumptions and alter-
nate information for the waived data in analyzingaborrower’s
repayment capacity and general creditworthiness, they should
beused with caution.

Simultaneous Second-Lien Loans— Simultaneous second-
lienloans result inreduced owner equity and higher credit risk.
Historically, as combined loan-to-value ratiosrise, defaults
riseas well. A delinquent borrower withminimalorno equity
inapropertymayhave little incentive to work withthe lender
to bring the loan current to avoid foreclosure. Inaddition,
second-lien home equity lines of credit (HELOCs) typically
increase borrower exposure to increasing interest rates and
meonthly payment burdens. Loans with minimal owner equity
should generally not have a payment structure that allows for
delayed or negative amortization.

continued on page 15
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Reproduced with permission from Daily Report for
Executives, No. 204, pp. C-1 C-4 (Oct. 23, 2006)
Copyright 2006 by the Bureau of National Affairs, Inc.
(800-372-1033). <http://www.bna.com>

Inflated Appraisals
Emerging as
Problem as Housing
Market Slows

The willingness of many appraisers to inflate housing values
for their clients may have played a sizeablerole inaiding the
double-digit price gains seeninthe U.S. housing market since
2004 and no one is as concerned about it as the appraisal
industry itself.

“What we have seen is an active market over the past three
yearsand with that have come absolutely skyrocketing real
estate values. Now we’re seeing thattrend change and we're
going to be trying to determine how much of it was truly
attributable to demand and how much was from overstated
values,” Larry Disney, president ofthe Association of Ap-
praiser Regulatory officials and executive director of the
KentuckyReal Estate Appraisers Board, toid BNA.
Thereislittledatato prove howmuchoflast year’s 13 percent
gain inhome prices might have beendue to inflated appraisals,
but a study conducted by October Research found that 55
percent of appraisers have reported being pressured by
mortgage brokers or realtors to meet apredetermined value
to help the home salemove smoothly.

Suspicious Numbers. Worse, October Research also
found that 26 percent ofappraisersadmitted to inflating about
one ofeverytwo property valuation reportsthey complete.
Fannie Mae also reported that 99.5 percent ofthe appraisals
done for loans it has purchased met the contract price. In
theory, industry officials said the value provided by the
appraiser should always match the sales price. In reality,
however, buyers and sellers rarely have perfect information at
thetime ofthe transaction.

“I canunderstand how anappraiser would have avalueat the
full contract amount. If there are comparable sales that
support the value opinion, ifthe house hasbeen on the market
forareasonable period oftime, ifthe seller is not giving any

bigconcessions, I canseeit. But wouldthat happenallthe
time-absolutelynot,” Disney said.

Disney and other state regulators said it isno coincidence
that most appraisals meet the contract price. Withheavy
workloads in the fast-moving real estate market and
competitiontightthroughout the industryasignificant num-
ber of appraisers must have been letting their standards
slip.

Pressure from mortgage brokers or realtors to meet a
predetermined number is one reason for inflated apprais-
als, but amore subtle cause may be that appraisers simply
find it easierto makesure their report hitsthe number on the
contract thanrisk disappointing a client and not getting paid
for the report.

“The typical motivating factor for appraisers preparing
fraudulent appraisals is repeat business,” said Rachel
Dollar, arealestate attorney at the Dollar Law firm, during
anQct. 12 Appraisal Foundation conference on valuation
fraud.

Eveninclear casesofmortgage fraud where an appraiser
acted asawilling accomplice ina planto overstatethe value
ofaproperty, theappraisers have often received nothing in
return for the higher appraisalexcept fortheir $350-$450
fee, Dollar said.

Appraisers Yulnerable to Broker Pressure. Unlikein
the 1980°s, whensavings and loans and banks originated
most ofthe loans for home purchases, about 80 percent of
home buyers now use mortgage brokers for their loans.
While the loan officersat banks face losing their jobs ifthere
are too many defaults ontheir loans, the increased use of
mortgage brokersinthe industry “addsapartythat doesn’t
have aninterest in the transactions-other thanto see it go
through,” said John Brenan, director of Research and
Technical Issuesat the Appraisal Foundation.
Theburden is on the appraiser to choose the ethicalroute
and not succumbto lender pressure, but inthe realworld,
officials said most appraisers are running their own small
businesses and are under financial pressure to get new
clients and keep existing ones.

continued on page §
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A Widespread Problem?
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“Sometimes loanofficers pressthem, saying: ‘We need to have
youlighten up a little bit and work with me more so we all get
paid.” Appraisersknow it’s wrong, but too oftenthey’li give
inbecause it’s only a few thousand or because ‘Joe’s beena
good client for years,”” said Bob Keith, administrator ofthe
Oregon Appraiser Certification and Licensure Board.

With $2.3 trillion in loanoriginations during 2005, evena small
percentage offraudulent or inflated appraisals could represent
a significant amount of money. Disney said if an average
appraiseraccepts 300-400 assignments per year and is adding
just $10,000-$15,000 per home, “that adds up to a lot of
money” that may not be there supporting the loans made by
banks.

Tronically, elements ofthe regulations covering appraisal stan-
dards, along witha lack ofsafeguards in place to keep brokers
and realtors from exerting influence over appraisers, have
contributed to some of the problems in the system.

Onerule is that appraisals ordered by homebuyers cannot
be accepted for loans that will be backed by federal
institutions. Regulatorssaid thetheoryisthat buyersare too
emotionally connected to the transaction and may try to
influence appraisersto meet the necessary numbers, even
ifthat means the house could cost themmore, Brokers,
however, who have onlya financialinterest in ensuring that
the appraisal meets their clients’ needs, are allowed to
order an appraisal.

“It may be timeto look at those rules,” Brenan said. One
solutionis to have appraisals ordered only by a third party
withno interest in the transaction, cutting out the possibility
that realtors or mortgage brokers could tryto influence the
appraiser, officials said.

The Federal Reserve, the Office ofthe Comptroller of the
Currency, and other banking regulators issued a guidance
in 2004 saying that institutions must get their appraisals
from independent sources, but stopped short of saying
banks are required to have the appraisals ordered from

parties outside ofthe transaction.
Another quirk stems from the standards developed to

ensure that allappraisers are using the same proceduresto
ensure equality and consistency. Since the Savings and
Loancrisisofthe late 1980°s, Congress hasrequired states
to license appraisers and use the Uniform Standards of
Professional Appraisal Practice (USPAP) as the basis for
their regulations. USPAP outlines the appropriate meth-
ods forappraisers and requires that appraisers be given all
available information about a property in order for the
appraisal to be done, which typically includes the sale
contract fora property.

While state regulators see getting the sales contract as
necessary in determining appropriate value, some argue
that receiving the sales price isakinto giving studentsatest
withtheanswersattached.

“It has always troubled me that appraisers are given the
price that wasnegotiated prior to the appraisal. To say that
doesn’t have some effect onthe price is, [ think, naive,” said
Derek Miller, director ofthe Utah Division ofReal Estate.
But proving that anappraisal was intentionally inflated to
meetacontract price canbe tough, especially ifit isa fast-
moving market. Becauseofthe vast number oftransactions
that occur and the nature ofthe industry, which relies on
individuals’ opinions and their level ofexperience, officials
said appraisers havea lot of flexibility.
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“There aren’t many appraisers out there who are good enoughto
say: ‘“The value of the house is $245,000. 1 know you want
$250,000, but I can’tdo it,”” Brenan said.

Since somuch ofthe jobrelies onexperience and opinion, it is not
uncommon for appraised values to differ by as much as 10
percent, particularly in situations in whicha propertyisina rural
area with an odd-sized lot and severalunique features. “Finding
something truly comparable on some houses just isn’t possible all
ofthetime,” Utah’s Miller said.

Some have argued that being told the sales price
beforehand, as currently required, is akin to giving
students a test with the answers attached.

-Derek Miller, Director of the
Utah Division of Real Estate

Inurban areas where there are a lot of similar houses, a strong
sample of comparable sales, and a well-defined boundary for
neighborhoods, athree percent variance betweentwo appraisers
onthe same property might be more normal, he said.

But the appraisal industry’s standard practices allow for large
variations as long as the value opinion is well documented. “Tt’s
like seventh grade algebra; youhave to show your work,” Miller
said.

Lenders Tightening Review Process. While relatively few
complaints are being raised outside the real estate industry, there
are enough concerns that banks have been tightening up their
procedures for evaluating appraisals during the underwriting
process.

Connie Wilson, executive vice president of Interthinx, a technol-
ogy firmspecializing inmortgage fraud detectiontools for banks,
said her staff has tripled in the last few months because of a
growing volume ofmortgage fraud cases.

“Ofour 1,200-1,300 clients, there have been 48, 158 times that
lenders have come to us and said they never want to see an
appraisal froma certain person again. Manyofthose 48,000 are
counted more thanonce because there are several banksthat will
not use their appraisals, but that’s still a strong statement that
banksnever want to see reports from those appraisers again,”
Wilson said.

Interthinx has alsoreceived another 45,000 requests from banks
to place certain appraisers on a watch list so their appraisals
reportsare given an extrascrutiny before a loan is approved.

Fraud Cases on the Rise. The Federal Bureau of
Investigation hassaid mortgage-related suspiciousactiv-
ity reports have jumped from about 5,600 in 2002 to
22,000 in 2005 as the real estate market has taken off.
Lossesdueto mortgage fraud jumped from$429 million
in 2004 to more than $1 billion in 2005.

Industry officialssaid that number is likely dwarfed by the
number of appraisals that have been inflated due to
negligence or incompetence, whichwould notbe counted
in the fraud figures because there was no proofofan
intentionto commit a crime.

While the FBI and regulators aremost focused on larger
cases of fraud, Disney estimates that they represent a
small portionofthe total level of fraud.

About 10 percent ofthe cases in which real estate has
been overvalued in the United States are due to inten-
tionalefforts by appraisers to overstate a value, Disney
said, compared to 70 percent of cases in which incom-
petence because of a lack of experience or proper
training was the primary cause ofthe errant valuation.
Disney said the other 20 percent of cases can be
attributed to negligence, such as anappraiser failing to
look atboth the front and back ofa house before issuing
the report.

William Stern, supervisory special agent for the FBI's
mortgage fraud division, said the bureau ismost worried
aboutthe major criminal enterprises and the rising num-
ber ofincidents in which organized crime groups and
terrorism-related individuals are attempting toraise cash
through fraudulent realestate transactions.

Smaller casesthat do not warrant the attention ofthe FBI
arereferred to state authorities, but stateregulators said
they do not have the resources necessary to properly
investigate many complaints.

Regulators Seeking More Funding. “There’s simply
not enough time or resources to catch the bad guys,”
Oregon’s Keith said. He said a federal effort to either
increase funding for appraisalindustryregulators or at
least encourage states to increase their funding would
yield amajor improvement in oversight.

Disney also said he is encouraging federal officials to
seek more money for stateregulators. His department
has only four staffmembers, including Disney, and only

continted on page 14
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Licensing Actions
and Disciplinary
Sanctions

APPRAISER

Please note thatthere are 30 days afterthe
[\ orderdate fora licensee oran applicantto
file a request for agency review of the
order, and that there are 30 days after the
issuance of an order on review for a licensee or an
applicant to file a pelition for judicial review. Some of
the orders listed may be within those appeal periods.

DRAKE, TIMOTHY W., State-Certified Residential
Appraiser, Spring City, UT. Certificationrevoked effec-
tive January 4, 2007 for: 1) violating the Conduct Section
of USPAP by acting as an advocate by appraising low
when it would be to the homeowner’sadvantagetohave a
low appraisal and appraising the same property higher 70
days later when it would be to thehomeowner’s advantage
tohaveahigherappraisal; 2) violating the Record Keeping
SectionofUSPAP by failing to include inhis workfiles data,
information and documentation to support his opinions and
conclusions; 3) violating USPAP Standards Rule 1-1(b)
by committing a substantial error of omission or commis-
sion; 4) violating USPAP Standards Rule 1-4(a) by
disregarding comparable sales data on the low appraisal
that indicated a value higher than the low appraisal; 5)
violating USPAP Standards Rule 1-6(a) by failing to
reconcile the available sales data and instead using the
comparable sales that would support the value that was
needed for the homeowner’s purposes; and 6) violating
USPAP Standards Rule 2-1(a) by setting forththe apprais-
als ina manner that was misleading. #AP18262.

MORTGAGE

Please nofe that there are 30 days after
the order date for a licensee or an appli-
cantto file a requestfor agency review of
the order, andthat there are 30days after
the issuance ofan orderon review foralicensee oran
applicant to file a petition for judicial review. Some of
the orders listed may be within those appeal periods.

AMERIFUND FINANCIAL, dba ALL FUND MORT-
GAGE, Licensed Mortgage Entity, Tacoma, WA. License
renewed in a November 7, 2006 Order, but placed on
inactive status until it obtained a licensed Utah Principal
Lending Manager.

GARCIA, RONALD, Mortgage Officer, West Valley, Utah.
Agreedto paya $2,000.00 fine for violating Utah Code Ann.
§ 61-2¢-301, which prohibits making a false statement to a
lender. InMay, 2006, after aborrower had signed settlement
documents, Mr. Garciareceiveda call from the lender stating
that they had never received the initial loan documents and
wouldneed them in orderto fundthe loan. Mr. Garcia signed
the borrower’s name on a Good Faith Estimate, a Truth in
Lending Disclosure Statement, and various other notices and
disclosures and submitted themto the lender. The lender
noticed a discrepancy in the borrower’s signature and de-
clined to proceed onthe loan. Mr. Garcia maintainsthat the
borrower asked him to sign her name and that he has
reimbursedthe borrower for the earnest money deposit she
lost when her loan did not fund. #MG29715.

GOODMAN, BRIAN, Principal Lending Manager,
Centerville, UT. Agreed to pay a$2,000.00 fine because of
violating U.C.A. Section 61-2¢-301(1)(r)(2005), whichre-
quired a control person of an entity to exercise reasonable
supervisionovertheactivitiesofthe individualsengagedinthe
business ofresidential mortgage loans onbehalfofthe entity,
and over any unlicensed staff. While Mr. Goodmanwas the
control person for USA Lending Group, mortgage loan
officer Phillip C. Mullennax originated loans for that entity
after the August 31, 2005 expiration of his license until
sometime in early 2006. #MG 29550.

HAMILTON, FRIEDA M., Mortgage Officer Applicant,
Salt Lake City, UT. License application approved in a
November 6, 2006 Order, but then immediately suspended
until she submits evidencethat shehas completed all require-
ments imposed by the Sandy Justice Court inconnection with
adiversionagreement toresolve DisorderlyConduct charges.

NUGENT, PATRICK, Mortgage Officer Applicant, South
Jordan, UT. License application denied in a November 6,
2006 Order because of factors including a January 6, 2005
National Association of Securities Dealers (NASD) bar from
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associating withany member. Mr. Nugent maynot reapply
for five years from the date ofthe NASD bar.

RAUCH, NATHAN, Mortgage Officer Applicant, Salt
LakeCity, UT. License applicationapproved inan October
18, 2006 Order but then immediately suspended until he
submits evidence that he has paid in fullthe fine ordered by
the West Valley City Justice Court in a motor vehicle
registration/proofofinsurance case and untilhe has com-
pleted the West Valley City Values Course.

SELIM, NEZZARN., Mortgage Officer Applicant, Roy,
UT. License applicationapproved inan October 18, 2006
Order but then immediately suspended until he submits
evidence of the outcome of a Criminal Mischief charge
pending in Second District Court in Ogden, Case
061901911.

SPETH, LAURIE, Principal Lending Manager, Ogden,
UT. Agreed to paya $2,500.00 fine because of violating
Utah Code Section 61-2¢-301(1)(r), which requires a
principal lending manager to exercise reasonable supervi-
sionoverthe activitiesofthe mortgage officers licensed with
the entityand anyunlicensed staffemployed bythe entity. A
processor for the entity filled out and signed a document
indicating thathe wasthe borrowers’ landlord and that the
borrowers had never been 30 days late on the rent. This
form was submitted to alender, but the lender learned that
the processor was notthe borrowers’ landlord, and the loan
wasnot made. Inmitigation, Ms. Spethmaintains that she
was notaware of what the processor had done and that the
processorno longer works for the entity. In further mitiga-
tion, the Division conducted an unannounced records in-
spectionoftheentity and found no additional files in which
documents appeared to have been falsified. #MG29435.

TRIPP, BRANDON and TRIO CAPITAL, LLC, Li-
censed entity and its control person, West Jordan, UT.
Agreedtopaya $2,500.00 fine because ofviolating U.C.A.
Section61-2¢-301(1)(1), whichprohibits violating the mort-
gage licensing statute. Inearly 2006, while Mr. Tripp was
controlperson for Trio Capital, LL.C, the entity employed
Christy Lynn Harper as amortgage officer. Harper was not
licensed, her mortgage officer license having expired on
December 31, 2004. #MG30947.
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WRIDE, TROY, Mortgage officer, Lehi, UT. Agreedto
paya $300.00 fine for violating Administrative Rule R162-
208.4.1, which statesthat the fourteen hours of continuing
education required to renew a license must include two
credit hours of ethics and three credit hours related to
compliance with Federal and State laws governing mort-
gagelending. AlthoughMr. Wride had taken fourteen credit
hoursofcontinuingeducation priorto hisrenewal, he had not
taken two credit hours ofethics and he had only taken one
credit hour related to compliance with Federal and State
laws governing mortgage lending. Aspart ofthe Division’s
audit process, Mr. Wride completed a two-hour ethics
course and a two-hour federal law course. #MG29349

The following is a list of individuals whose mortgage
officer licenses were revoked for failure to accurately
disclose their criminal background on their initial ap-
plications.

Name
Date

Revocation

Roxanna E. Draper
Gerod M. Makoni

August 24, 2006
August 25, 2006

REAL ESTATE

Please note that there are 30 days after
the order date for a licensee or an appli-
cant tofile a request for agency review of
the order, andthatthere are 30 days after
the issuance of an orderon review for a licensee oran
applicanttofile a petition forjudicial review. Some ofthe
orders listed may be within those appeal periods.

ATKINSON, DAVID R., Sales Agent, Cedar City, UT.
Agreedto surrender his license effective October 18, 2006
because he was convicted of2nd Degree Felony Sex Abuse
of a Child in 5th District Court in Cedar City, Case
051500324, Mr. Atkinson maynotapply foranew license
for at least five years after the date his license was surren-
dered. #RE30927.

continued on page 12
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BECKSTEAD, SCOTT L., Principal Broker Applicant,
Preston, ID. Application for licensure by reciprocity ap-
proved onprobationary status ina November 6, 2006 Order
because of factorsincluding licensing actions against him by
the State ofIdaho, and failure to disclose one ofthose actions
to the Utah Division ofReal Estate. Aspart ofthe probation,
the Division will conduct anaudit of Mr. Beckstead’s trust
account,

EOFF, TAIGE, Sales Agent Applicant, Salt Lake City, UT.
Application for sales agent license denied inaNovember 3,
2006 Order because of factors including a February, 2006
conviction of Class A Misdemeanor Theft as a result of
oftering goods for sale onthe Internet and then stealing the
goods from hisemployer to fill orders he received inresponse
to the Internet listing.

GOYZUETA, ALEX, Sales Agent Applicant, Salt Lake
City, UT. Application for sales agent license approved on
probationary status ina November 6, 2006 Order because
offactorsincluding the fact thathe isstilloncriminal probation
and under a criminal plea agreement in a case involving
misdemeanor Marijuana Possession and Misdemeanor Pos-
sessionofParaphernalia. While his license ison probation,
Mr. Goyzuetawill be required to inform any principal broker
with whom he licenses that his license is on probationary
statusand to submit to the Division written acknowledgement
from each such broker that the disclosure has been made.

GYGI, RYAN W,, Sales Agent, Salt Lake City, UT.
Agreed to paya$1.400.00 fine for renewing his license and
affirming that he had taken 12 hours ofcontinuing education
although he could not supply proof when audited by the
Divisionthat he had takenany continuing education inthe two
years preceding hisrenewal. Mr. Gygi maintained in mitiga-
tion that he thought that his license was inactive and that he
therefore did not need to have completed any continuing
educationin orderto renew his license. #RE28273.

LORA,IVAN, Sales Agent Applicant, Salt Lake City, UT.
Application for sales agent license approved on probationary
status in a December 18, 2006 Order because of factors
including motor vehicle related misdemeanors. While his
license isonprobation, Mr. Lora willbe required to inform
any principal broker with whomhe licenses that his license is
on probationarystatus and to submit to the Division written
acknowledgement fromeach such broker that the disclosure
has been made.

REYNOLDS, DOUGLAS, Sales Agent Applicant, Ogden,
UT. Application for sales agent license approved on proba-
tionary status in a December 8, 2006 Order because of
factors including past disciplinary actions and past denial of
renewal when Mr. Reynolds was previously licensed by the
Division prior to March, 2000. While his license is on
probation, Mr. Reynolds will be required to inform any
principal broker with whom he licenses that his license ison
probationary status and to submit to the Division written
acknowledgement fromeach suchbroker that the disclosure
has been made.

SCHILLER,KAREN, Sales Agent, St. George, UT. Agreed
to paya $500.00 fineand complete an ethics course because
of violation of Administrative Rule R162-6.1.1.1 which
prohibits any agreement that is not disclosed to a lender that
could have a material effect onthe granting oftheloan. Ina
transaction in the summer of 2005, Ms. Schiller agreed to
lend a buyer some ofhis closing costs. The loan showedon
the settlement statement as*‘agent commission credit,” which
did not give notice to the lender that the funds were actually
aloan and not a gift. #RE28896.

SHEHAN, MICHAEL L., Principal Broker, Sandy, UT.
Broker license suspended for one year and sales agent
license issued in its place, fined $500.00, and ordered to
complete the Division’s Trust Account Seminar because of
violation of Utah Code Ann. Section 61-2-11(14), which
requires a principal broker to exercise reasonable supervi-
sion over the activities ol the broker’s licensees and any
unlicensed staff. Mr. Shehan was also fined $500.00 and
orderedto attend the Division’s Trust Account Seminar. Mr.
Shehan was the principal broker for a licensed property
management company knownas A&D Property Manage-
ment, LLC (*A&D"), and was not actively involved in the
management ofthe company. A clientofthe company filed
acomplaint withthe Divisionalleging, amongother things,
that duringthe winter 0f2005-2006, A&D failed to properly
drain swamp coolers on four rental units and to turn offthe
water supply to those swamp coolers, resulting in substantial
damage tothe units. #RE28883.

SHOWALTER, DAVIDH., Principal Broker, Santa Clara,
UT. Licensed suspended for three years beginning Novem-
ber3,2006 and fined $2,500.00 based on violation of: Utah
Code Ann. Section 61-2-11(1), which prohibits making a
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substantial misrepresentation; Section 61-2-11(8), whichau-
thorizesdisciplinaryactionagainst alicensee who is foundto be
unworthy or incompetent; Section 61-2-11(16), which pro-
hibits breaching a fiduciary duty to a principal; Section 61-2-
11(18), whichauthorizesdisciplinary action against a licensee
whois found guilty ofunprofessional conduct; and Administra-
tive Rule R162-7.2, which requires a licensee to provide a
written response to the Division concerning a complaint re-
ceived by the Division. Mr. Showalter represented Ed and
Nadia Presley when they purchased a home, and kept a key
to their home without their knowledge or permission. Ontwo
occasions, Mr. Showalter entered the home without permis-
sion using the key he had retained. Mr. Showalter also
mistrepresented to the Division by failing to disclose on his
application for renewalthat he was charged witha felony and
with misdemeanors in two different criminal cases and by
characterizing a pleainabeyance that he had entered intoas a
“nonrealestate situation” when it really involved hisunautho-
rized accessto, and use of, the Presleys’ home. Mr. Showalter
also failed to provide a written response to the Presleys’
complaint to the Division. #RE20506,

WARINER, JAMES N., Sales Agent Applicant, Clearfield,
UT. Application for sales agent license denied in a January 3,
2007 Order because offactors including a criminal conviction
ofLewdnessInvolving aChild, unpaid restitution, probation-
ary status, and the fact that Mr. Wariner appears onthe Utah
sex offenderregistry.

When does an Agent need to
disclose that he orsheis a
principalina transaction?

R162-6.1.3. Licensee’s Interest in a Transaction. A lic-
ensee shallnot either directlyor indirectly buy, sell, lease or
rent anyreal property as aprincipal, without first disclosing
inwriting onthe purchase agreement or the lease or rental
agreement his true position as principal in the transaction.
Forthe purposes ofthisrule, a licensee will be considered to
be a*principal inthe transaction” if he: a) is himselfthe buyer
or the lessee inthe transaction; b) has any ownership interest
inthe property; c)hasanyownership interest inthe entitythat
is the buyer, seller, lessor or lessee; or d) is an officer,
director, partner, member, oremployee ofthe entity that is
the buyer, seller, lessor or lessee.
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How do I find
approved
continuing education
courses through the
DRE?

Alistof approved Continuing Educationcourses for Real
Estate, Mortgage and Appraisal can be found onthe DRE
website. Go to www.realestate.utah.covclick onEduca-
tion, and choose the appropriate industry.

EXAMPLEBELOW

Real Estate

Licenseesmust complete 12 hours ofcertified continuing
education every renewal cycle (2 years), including the
mandatory three-hour Core Course. A minimum of 6
hours must be LIVE education. A maximum of 6 hours
may be PASSIVE education (videos watched outside the
presence of a pre-license instructor). Please verify the
typeofcredit with the course provider. Ifyou have taken
acourse that was not pre-certified by the Divisionyoumay

submitan Application for Real Estate Continuing Education
Credit for aNon-Certified Course.

e Pre-License Real Estate Schools

« Approved Continuing EducationCourses

* Approved Continuing Education Courses

(onling)

+ Approved Online Core Course Providers

FAPPROVED
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continued from page 9

Analysis & Perspective

oneisaninvestigator. The Kentucky Real Estate Appraisers
Board has also contracted with five other specially trained
appraisers to help them conduct investigations, Disney said
he is only scratching the surface ofthe problem.

“States see this program as an unfunded mandate and the
federaloversight board needsto be ableto ensure that there
isanappropriate level of funding going to the state boards.
There needs to be some sort of reporting mechanism to
make sure every state has what it needs to operate ona day-
to-day basis,” Disney said.

Herecommended that states start using licensing fees from
appraisers to fund appraisal boards, rather than simply put
the money in the general fund.

State regulators and the Appraisal Foundation have also
been pushing for help fromthe federal government to tryto
harmonize regulatory regimes and enforcement practices
among the states.

Disney said the penalties for a violation may range from
revoking alicense in one state to atwo-week suspension in
the next state. Moreover, states are not required to share
their information about licensing, so anappraiser that has
been suspended in his home state may still be able to get a
license in a neighboring state.

Industryoficials also said Congressneeds to consider giving
the Appraisal Standards Committee a group ofrepresenta-
tives fromthe nation’s five banking regulators-more author-
ity to take enforcement actions against states that are not
doing enoughto crack down onappraisal ormortgage fraud
problems.

Currently, the federal standards committee only has the
authorityto decertifyastate’sappraisal board, which would
prevent appraisals in that state from being used for any
federally backed home loans, but that step has never been
taken and is seen as an overly extreme action is most
circumstances,

False Sense of Security. Still, state regulators worry that
there willbe bigger problems inthe near future without some
help fromthe federal government.

Oregon’s Keith called appraisal inflation an “epidemic”
because the values on every home that is appraised are
based on sales prices of comparable homes inthe area. If

those values were inflated as well, the problem may be much
larger than most people imagine.

“Alot of Americans...have been lulled
into a false sense
of security. If the system breaks,
someone’s going to
point a finger, and it will probably be at us.”

-RobertKeith, Administrater, Oregon Appraiser
Licensure and Certification Board.

“A lot of Americans, ] believe, have been lulled into a false
senseofsecurity. Ifthe systembreaks, someone’s going to
point a finger, and it will probably be at us, the appraisal
regulators,” Keith said.

Keith said he is especially concerned about the impact ofa
correction in prices onhomeowners who have refinanced
recently, possiblyrelying onan estimate oftheirhome’s value
that was questionable at the time ofthe appraisal. Should
prices fall sharply on those “questionable” homes, it could
leave alarge number of Americans owing banks more than
their homes are worth, Keith warned.,

Disneyalso stressedthat inflating an appraisal, regardless of
how well-intended the reason, always putsthe systemat risk
and hurtsthe credibility ofthe appraisal profession.

“Ifan appraiser says, ‘ We’re going to give you$10,000 here
and help you buy a house,” in my opinion, that’s just as
egregious as someone overvaluing a house so it can be
flipped,” Disney said.

While industry officials and regulatorsagreethat there isalot
that can be done to tighten up the system and improve
regulatory effectiveness, they also said such concerns are
natural since the regulation ofthe appraisal industry is still
relatively new.

The current system is “only in its infancy,” having been
created between 1990 and 1992, so there is still a lot of
potential for improvement, Disney said. “This period of
allegations of fraud will focus more attention on us and
ultimately make us bigger and stronger.”

ByBrett Ferguson
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continued from page 6

CSBS AND AARMR Offer Guidance

Introductory Interest Rates— Many lenders offer introduc-
tory interest rates that are set willbelow the fully indexed
rate asa marketingtool for payment option ARM products.
Indeveloping nontraditional mortgage products, a lender
should consider the spread betweenthe introductoryrate
and the fully indexed rate. Since initialmonthly mortgage
payments are based on these low introductoryrates, there
isa greater potential for aborrowerto experience negative
amortization, increased payment shock, and earlier recast-
ing of the borrower’s monthly payments than originally
scheduled.

Lending to Subprime Borrowers — Mortgage programs
that target subprime borrowers throughtailored marketing,
underwriting standards, and risk selection should follow the
applicable interagency guidance on subprime lending.
Among other things, the subprime guidance discussesthe
circumstances under which subprime lending can become
predatoryor abusive.

Non Owner-Occupied Investor Loans — Borrowers fi-
nancing nonowner-occupied investment properties should
be qualified on their ability to service the debt over the life
ofthe loan. Loanterms should also reflect an appropriate
combined LTV ratio that considers the potential for nega-
tive amortization and maintains sufficient borrower equity
overthelife ofthe loan. Further, nontraditional mortgages
to finance nonowner-occupied investor properties should
require evidence that the borrower has sufficient cash
reservesto service the loanin the near terminthe event that
the propertybecomes vacant.

While nontraditional mortgage loans provide flexibility for
consumers, regulators are concerned that consumers may
enter into these transactions without fullyunderstanding the
product terms. Nontraditional mortgage products have
been advertised and promoted based on their near-term
monthly payment affordability, and consumers have been
encouraged to select nontraditional mortgage products
based on the lower monthly payments that such products
permit compared with traditional types ofmortgages. In
addition to apprising consumers ofthe benefits ofnontradi-
tionalmortgage products, lenders should ensure that they
also appropriately alert consumers to the risks of these
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products, including the likelihood ofincreased future payment
obligations. Lenders shouid also ensure that consumers have
information that is timely and sufficient for making a sound
product selectiondecision.

To find the source information for this article proceed to
the following website: http://www.csbs.org/AM/
Template.cfin?Section=Press Relkases Archives& Template=/
CM/HTMLDisplay.cfm&ContentlD=7461
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lisensee Statietice
As of January 2007

o FEAL ESTATE
Sales Agents. . . . . . . ... ... 14,800
Principle Brokers. . . . . . . . . ... .. .. 2,253
Associate Brokers. . . . . . ... .. ... 1,191
Branch Brokers. . . . . . . . . ... ... .. 210
DualBrokers . . . . . . . . . ... .. ... 73
Property Management Brokers . . . . 23
Real Estate Companies. . . . . . . . . . 2,229
Pre-license Schools. . . . . . . . . T
Pre-license Instructors. . . . . . . . . . . 50
CE Instructors . . . . . . . ... ... .. ... 430
CE Providers. . . . . . . . .. ... ... . ... 365
CE Courses. . . . . . . . . ... .. ... ..., 779
Inactive Sales Agent . . . . . . . . . 4,209
Inactive Associate Brokers . . . . . . . . . . 65
Inactive Principal Brokers. . . . . . . . . .. 314

o MOPTEAGE
Mortgage Lending Officers. . . . . . . . . . 6,878
Principal Lending Managers. . . . . . . 1,179
Associate Lending Managers. . . . . . 181
Mortgage Companies. . . . . . . . . . . . 1,099
Pre-license Schools. . . . . . . . . . . . .. 16
Pre-license I[nstructors. . . . . . . . . . . 58
CE Providers. . . . . . . .. ... ... . ... 64
CE Instructors. . . . . . . . . . ... .. .. .. 136
CE Courses. . . . . . .. .. . .. ....... 388
Inactive Individuals . . . . . . . . . . 2,624
inactive Entities, . . . . . . . .. .. .. 774

o APPRAISERS
Certified General Appraisers. . . . . . . 380
Certified Residential Appraisers. . . . .B57
Licensed Appraisers. . ... .................... 178
Trainges. . . ... . ... . e 457
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Staff Spotlight

Enforcement Director
JON R. BROWN
Retires

From
Division

During December, JonR.

Brown retired from the

UDRE after 17 hears of

dedicated service. Jon

came to the Division of
Real Estate from the
banking industry. He was
the asset manager ofthe
foreclosure department
of Valley Bank. Prior to that he worked for 20 years
managing a small mortgage company.

One day while stopping to register atimeshare subdivision
with the Division, Jon spoke to a Division employee who
realizing Jon’s background as a real estate broker and
appraiser, suggested that Jon might want to speak with the
Division about an employment opportunity as an investiga-
tor.

Thus the Division’s workingrelationshipwith Jonbegan. He
workedasan investigator for 8 yearsuntilhe was promoted
to Chieflnvestigator forthe Division. He has served in that
capacity for 8 years. For the past year he has served as
Enforcement Director.

Overwhelmed with only two other full-time investigators,
Jon*inherited” a caseload 0f60 cases that were 4 years old
whenhe began! Sincethattime the Divisionbeganregulating
appraisers and 6 years ago mortgage officers came under
thejurisdiction ofthe UDRE,

Jon has accomplished much in his time working for the
Division. He is proud of streamlining the investigative and
report writing process. “Itisnowmuchless cumbersome...”
according to Mr. Brown. Other time saving processes have
beenintroduced based uponJon’srecommendations. Jon
delegated specific responsibilities to hisnow 10 investigators
to enable themto make case closure recommendations and/
orstipulated settlement offers. Theresult, ifapproved bythe
Board and Commissions, result inthe disciplinary sanctions
commonly seen in¢achnewsletter,

Recently Jon was instrumental in recommending to the
Division Director and Boards (mortgage and real estate),
that hearings be conducted onan informal basisratherthan
the more time consuming and labor intensive formal hearing
process, before an administrative law judge. Asa conse-
quence ofthissignificant change, licensees are now provided
amoretimely hearing to determine the outcome ofpending
investigations.

Not only have Division case loads dropped significantly
under the leadership ofMr. Brown (Real estate cases have
dropped from 350 pending cases to 1235 current cases,
Mortgagecases have beenkept at approximately 100 cases,
and Appraisal cases have dipped from 270 cases to 106
current investigations), but the average turn around time for
aninvestigation hasbeentrimmed from4 yearsto anaverage
of'12 months.

Jonhas astutely used his wisdom and depth ofexperience to
the praisesofboth industrymembersand the general public.
In 2001 Jon received the Salt Lake Board of Realtors@
“SpecialRecognition Award™. Jonsays, *... Receiving this
award was somewhat like Osama Bin Laden being awarded
the Nobel Peace prize”. Jon is unusual in that he has the
unique ability to satisfy both licensed practitioners and
consumers with his candid assessment offacts and quick wit,

Jonhasa vivid memory and can recall many interesting as
well as humorous stories over his years of service. For
example, Jontells ofreceivingan appraisalcomplaint about
anappraiser that had recently passed away. Inthis instance
the appraisal report was signeda few days afterthe apprais-
ersuntimelydeath?!?

continued next page
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continued from previous page

Once Jonreceived acomplaint regarding a property that had
skunksunder thehome. The new purchaser filedacomplaint
with the Division claiming that their children “smelled bad like
skunks™ and that this wascausing aproblemat their school.
Jon dismissed this case since it was beyond the real estate
agents’ controlthat a skunk chose to take up residency under
their home.

The Divisionand industry both will miss Jon’s wisdom and
wealth ofknowledge. Wewish himwell as he retiresto do
some traveling and occasional continuing education instruc-

tion.
d

Mortgage Rule Changes

Complete text of administrative rules can be found

on the DRE website www.realestate.utah.2ov

R162-208-7. Course Completion Certificate

and Continuing Education Banking.

208.7.2 For the purposes ofthis rule, “continuing education
banking” isdefined asthe upload by acourse provider ofsuch
information as specified by the Divisionto the Division’sdata
base concerningthe studentswho have successfully completed
acontinuingeducationcourse, includingthe name ofthe course,
thecertificate numberassigned tothe course by the Division, the
datethe course was taught, and the names and license numbers
ofallstudents who successfully completed the course.

208.7.3 Inaddition to complying with the requirements of
Subsection 208.7.1 and except as provided in Subsection
208.7 4, allcourse providers shallbank continuing education for
allstudentswho successfullycompleted acourse withintendays
afterthecourse wastaught.

208.7.4 Astudent mustprovide anaccurate license numberand
the fullnamethe student hasregistered with the Divisionto the
course provider within 7 daysafter course attendance.

208.7.5 Ifa course provider is unable to bank a student’s
continuing education credit because the student has failed to
properlyand accurately comply withthe requirements ofSub-
section208.7.4, the course provider shallnot be disciplined by
the Divisionfor failureto bank the student’scontinuing education
credit.

Real Estate Rule Changes

R162-3-3, Activation,

3.5. Alllicensees changing to active status must submit to the
Divisionthe applicable non-refundabie activation fee, arequest for
activation inthe formrequired bythe Division, and, ifthe license
wasoninactivestatus at the time oflast license renewal, proofof
completionofthe examinationwithin sixmonths prior to applying
to activate or proofofcompletion ofthe 12 hours ofcontinuing
educationthatthe licenseewould have beenrequired to complete
inorder to renew on active status. Ifalicensee last renewed on
inactive status and applies to activate the license at the time of
licenserenewal, the licensee shallbe requiredto completethe 12
hoursofcontinuing education required to renew but shall notbe
required to complete additional continuing education inorder to
activatethe license.

R162-3-6. Renewal and Reinstatement,

3.6.1.1.1 Continuing educationrequirement fornew licensees.
During a licensee’s first license term, the licensee’s 12-hour
continuingeducationrequirement shallconsistofthe Division’s 3-
hour “Core Course” and a9-hour live“New Agent Course.” The
Commissionshallapproveastandard courseoutline for the “New
AgentCourse.”

R162-6-1. Improper Practices.

6.1.3.1. Disclosureof Licensed Status. Regardless ofwhethera
person’slicense isinactive or inactive status, a licensee shallnot fail
todiscloseinwritingonanyagreement tobuy, sell, lease orrent any
realproperty asaprincipal that the licensec holdsa Utahrealestate
license.

R162-8-3. School Application for Certification.

8.3.1.1 Arecalestate school shall obtain approval of the name
under whichit intendsto provide prelicensing education priorto
registering that name with the Division of Corporations ofthe
Department of Commerce asarealestateeducation provider.

R162-9-2. Education Providers,

9.2.3 Nameapproval. Arealestateschoolshallobtainapproval
ofthe nameunderwhichit intendsto providecontinuing education
coursesprior toregistering that name with the DivisionofCorpo-
rations ofthe Department of Commerce asareal estate education
provider,
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R162. Commerce, Real Estate.

R162-11. Undivided Fractionalized

Long-Term Estates.

R162-11-1. Authority and Definitions.

11.1.1 The following administrative rules are promulgated
under the authority granted by Sections 61-2-5.5and 61-2-
26.

11.1.2 Terms used in these rules are defined as follows:
(a) “AfTiliate” means an individual or entity that directly or
indirectly through one or more intermediaries controls or is
controlled by, or is under common control with, a specified
individualor entity.

(b) “Entity” means any corporation, limited liability com-
pany, general or limited partnership, company association,
joint venture, businesstrust, trust, or other organization.
(¢) “Sponsor” means the party that is the seller of an
undivided fractionalized long-termestate.

(d) “Undivided fractionalized long-termestate™ is defined as
in Section 61-2-2.

R162-11-2. Marketing Disclosures.

11.2.1 Allreal estate licensees who market an undivided
fractionalized long-termestate shallobtain fromthe sponsor,
and shall provide to purchasers in the form of written
disclosures provided in a reasonable amount of time in
advance of closing to allow adequate review by the pur-
chaser, the following information:

11.2.1.1 Information concerning the sponsor and the
sponsor’s affiliates:

(a) The financial strength ofthe sponsor and all affiliates, as
evidenced by current certified financial statements and cur-
rent credit reports, and information concerning any bank-
ruptcies orcivil suits;

(b) Whether any affiliate of the sponsor is a third party
service providerinthe transaction, including mortgage bro-
kers, mortgage lenders, loanoriginators, title service provid-
ers, attorneys, appraisers, document preparation services,
providersofcredit reports, propertycondition inspectors,
settlement agents, real estate brokers or other marketing
agents, insurance providers, and providers of any other
services for which the investor will be required to pay.

(c) Whether any affiliate of the sponsor is a master lease
tenant or whether the sponsor is an affiliate of any master
lease tenant.

(d) Any use that will be made of purchaser proceeds.
11.2.1.2 Informationconcerning the real property in which
theundivided fractionalized long-termestate is offered:

(a) Materialinformation concerning any leases or subleases
affecting thereal property;

(b) Material information concerning any environmental issucs
affectingthereal property,

(c) Apreliminarytitle reportonthereal property:

(d) Ifavailable, financial statements onany tenants for the life
ofthe entityor the last five years, whichever is shorter;

(e) Ifapplicable, rent rolls and operating history;

(f) Ifapplicable, loan documents;

(g) The Tenantsin Common agreement, or any agreement
that forms the substance ofthe undivided fractionalized long-
termestate, including definition oftheundivided fractionalized
interest;

(h) Allthird party reports acquired by the sponsor;,

(i) Anarrativeappraisalreport, withaneffective datenomore
than 6 months prior to the date the offer ofsale ismade, that
includes at minimum pictures, type of construction, age of
building, and site information such as improvements, parking,
cross easements, site and location maps;

(j) Allmaterial information concerning the market conditions
for the propertyclass; and

(k) Allmaterialinformationconcerning the demographics of
the general market area.

11.2.1.3 Informationconcerning the asset managersand the
property managersofthereal property inwhichthe undivided
fractionalized long-termestate is offered:

(a) Contact information for any existing or recommended
asset managers and property managers;

(b) Any relationship between the asset managers and the
SpONSor;

(c) Anyrelationship between the property managersand the
sponsor; and

(d) Copies ofany existing asset management agreements and
any property management agreements.

11.2.2 All real estate licensees who market an undivided
fractionalized long-termestate that is subject to amaster lease
shallobtain fromthe sponsor and provide to purchasersina
reasonable amount oftime in advance of closing to allow
adequate review by the purchaser, financial statementsofthe
master lease tenant, audited according to generally accepted
accounting principles. Ifthe master leasetenant isan entity
formed for the sole purpose of acting as the master lease
tenant, thenthe financial statements ofthe owners ofthat entity
shallbe furnished.

11.2.3 All real estate licensees who market an undivided
fractionalized long-termestate shall, in areasonable amount
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oftime in advance of closing to allow adequate review by the
purchaser:

(a) disclose in writing to purchasers:

(i) that there maybetax consequences fora failureto closeonthe
purchase;

(ii) that there may be risks involved in the purchase; and

(b) shall advise purchasers that they should consult with tax
advisors and other professionals for advice concerning these
mattets,

R162-11-3. Regulation D Offerings.
11.3 TheDivisionand the Commission shall consider any offering
ofafractionalized undivided long-term estate in real property that
is compliant with Securities and Exchange Commission Regula-
tion D, Rule 506, 17 C.F.R. Sec. 230.506 to be in compliance
with theserules.

e

How Do I Renew My Appraisal
Licenseor Certification?

Licensesare valid fora two-year period and must berenewed no
sooner than six weeks prior to and no later than the expiration
date. The expirationdate is printed onthe license and can also be
found onthe Division’s Licensee Database.

NOTE: Renewal requirements must be completed prior to
renewing your license. I[fyour license expires, you cannot work
until the license isreinstated. Your application issubject to audit for
compliance withallrenewal requirements.

Torenew anAppraisal license, submit to the Division:

Completed and signed License Renewal Form.

Copies ofeducationcertificatestotaling at least 28 hours,
including the 7-hour National USPAP Update Course
andrelated exam. (Remember: Appraisersrenewing their
licenses may no longer submit courses that have been
approved bythe Divisionforeither Real Estate or Mortgage
continuing educationto also countasAppraiser continuing
education.)

$403 non-refundable fee.
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Note: To reinstate a license within 30 days past expiration,
submit (inadditionto the renewal items above) tothe Division:

$50non-refundable late fee.

Note: Toreinstate alicense after 30 days and within six months
past expiration, submit (inadditionto the renewal items above)
tothe Division:

$100non-refundable reinstatement fee.

Note: Licenses expired for more than six months are not
eligible for reinstatement and Utah law requires that licensees
reapply as anew applicant.

Note: Incomplete applications will be returned to the
applicant.
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